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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet,  prepared  on  a  cash  basis, 
of  the  State  Office  of  Economic  Opportunity  as  of  January  31,  1968, 
and  the  related  Statements  of  Changes  in  Fund  Balance  and  Cash 
Revenues  and  Expenditures  for  the  nine  months  then  ended.   Our 
examination  was  made  in  accordance  with  generally  accepted  auditing 
standards  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

The  financial  statements  have  been  prepared  on  the  cash  basis 
of  accounting  and  do  not  show  financial  position  or  operating  results 
as  do  statements  prepared  on  the  modified  accrual  basis  in  accordance 
with  generally  accepted  accounting  principles  applicable  to  govern- 
mental units . 

In  our  opinion  the  accompanying  financial  statements  summarize 
fairly  the  cash  position  of  the  State  Office  of  Economic  Opportunity 
at  Jaunary  31,  1968,  and  the  cash  transactions  for  the  nine  months 
then  ended  on  a  basis  consistent  with  that  of  the  preceding  grant 
period  and  in  accordance  with  requirements  of  the  Federal  Community 
Action  Program  grant. 


COMMENTS 
GENER,4L 

The  State  Office  of  Economic  Opportunity  was  established  under 
Chapter  263,  Montana  Laws  of  1965,  within  the  Office  of  the  Governor 
The  office  has  the  responsibility  for  coordinating  Community  Action 
Programs  in  Montana  and  provides  assistance  as  a  consultant  to 
those  programs.   Toward  this  end  the  Federal  Government  provides 
grant  funds  that  are  matched  in  part  by  the  State.   The  table  below 
displays  the  history  of  this  program,  a  projection  for  the  program 
currently  operating,  and  the  level  of  participation  required  of  the 
State  for  matching  funds: 

State 
State  Federal      Matching 

Grant  Period       Participation    Participation  Requirement 

8/6/65  -  4/30/67     In-kind  $5,949      $  48,256        10.0% 

5/1/67  -  1/31/68 
2/1/68  -  1/31/69 

The  state  matching  requirement  for  the  current  operating  pro- 
gram is  17.51  for  February  and  March,  1968  and  20.0?5  for  the  balance 
of  the  period.   Unexpended  federal  monies  at  the  close  of  a  grant 
period  are  carried  forward  in  the  Federal  and  Private  Revenue  Fund 
and  form  a  part  of  the  succeeding  federal  grant. 

STATE  CONTRIBUTION 

As  shown  in  the  general  comments  above,  the  State's  matching 


Cash    $1, 

,703 

In-kind   1. 

,740 

Total    $3, 

,443 

$  21,303 

10.01 

Total    $7, 

,221 

$  29,485 

20.01 

requirement  was  10°o  for  the  nine  month  grant  period  ending 
January  31,  1968.   Individual  disbursements  made  by  the  State 
Office  of  Economic  Opportunity  during  this  grant  period  were 
made  from  the  General  Fund  and  Federal  and  Private  Revenue  Fund 
in  a  manner  so  as  to  approximate  the  matching  requirements. 
However,  as  of  January  31,  1968,  the  State's  contribution  had 
amounted  to  141,  or  approximately  $900  more  than  required.   As 
of  the  time  of  our  examination,  no  provision  had  been  made  to 
correct  this  excessive  sharing  by  the  State.   The  final  report 
to  the  Federal  Government  covering  the  subject  grant  period  has 
not  been  submitted  as  of  the  conclusion  of  our  examination. 
Accordingly,  a  fund  transfer  should  be  made  from  the  Federal  and 
Private  Revenue  Fund  to  the  General  Fund  of  an  amount  that  will 
result  in  the  State  and  Federal  Governments  sharing  in  eligible 
program  expenditures  in  accordance  ivith  terms  of  the  grant. 

RECOMMENDATION 

We  recommend  that  the  State  Office  of  Economic  Opportunity 
compute  the  amount  of  eligible  expenditures  paid  from 
the  General  Fund  for  the  nine  month  grant  period  ending 
January  31,  1968,  that  were  in  excess  of  the  required 
state  participation  and  that  they  initiate  a  fund  trans- 
fer transferring  the  computed  amount  to  the  General  Fund 
from  the  Federal  and  Private  Revenue  Fund. 
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TIME  RECORDS 

As  required  in  federal  guidelines  and  to  provide  satisfactory 
records  for  the  State  regarding  the  accrual  and  payment  of  sick 
leave,  vacation  leave,  and  other  time-off,  adequate  time  records 
should  be  maintained  for  all  employees  of  the  State  Office  of 
Economic  Opportunity.   The  only  records  available  during  our 
examination  were  informal  notebook  notations  for  vacation  leave 
taken.   This  procedure  is  considered  inadequate  for  the  admini- 
stration of  the  office  and  could  result  in  a  liability  to  the 
State . 

RECONLMENDATION 

We  recommend  that  adequate  time  records  be  maintained 
supporting  the  accrual  and  payment  of  sick,  vacation, 
and  other  leave. 

PER  DIEM  PAYMENTS 

A  provision  of  the  Federal  Community  Action  Program  Guide- 
lines limits  travel  per  diem  payments  to  $16  per  day,  or  less 
if  the  governing  body  of  the  grantee  has  a  more  restrictive 
policy.   Prior  to  July  1,  1967,  the  State's  policy  regarding 
per  diem  matched  or  was  less  than  the  federal  limit  without  regard 
to  in  or  out-of-state  travel.   On  July  1,  1967,  the  Statutes  of 
Montana  were  revised  to  provide  $20  per  diem  for  out-of-state 
travel,  or  $4  more  than  the  federal  limitations.   The  State  Office 
of  Economic  Opportunity  properly  reimbursed  its  employees  at  the 


$20  per  diem  rate  for  out-of-state  travel  but  accounted  for  the 
full  amount  of  these  payments  as  qualifying  for  matching  funds 
provided  by  the  State.   In  order  to  avoid  non-compliance  that 
could  possibly  create  a  liability  to  the  State,  we  recommended 
that  a  clarification  of  policy  be  obtained  from  the  grantor 
agency.   A  determination  was  obtained  stating  that  the  federal 
agency  will  not  accept  the  $4  excess  per  diem  as  participation 
funds.   Accordingly  the  amount  of  the  out-of-state  per  diem  pay- 
ments in  excess  of  the  federal  limitations  made  during  the  grant 
period  should  be  excluded  from  the  final  accounting  of  total  grant 
period  costs  subject  to  sharing  with  the  federal  government.   The 
excess  costs  should  be  accounted  for  as  a  non-matching  contri- 
bution by  the  State.   Separate  accounting  as  non-matching  funds 
should  also  be  made  for  comparable  costs  incurred  during  the 
current  grant  period. 

RECOMMENDATION 

We  recommend  that  the  State  Office  of  Economic  Opportunity 
exclude  from  its  final  accounting  and  report  of  matching 
funds  for  the  nine  month  grant  period  ended  January  31, 
1968,  the  amount  of  per  diem  payments  made  during  the 
period  that  was  in  excess  of  federal  limits  and  that  a 
separate  accounting  be  made  for  comparable  expenditures 
incurred  during  the  current  grant  period  so  as  to  insure 
that  the  federal  government  does  not  participate  in  per 
diem  payments  in  excess  of  their  grant  limitations. 


CONCLUSION 

The  above  recommendations  have  been  discussed  with  the 
State  Coordinator  of  Economic  Opportunity.   We  thank  him  and 
his  staff  for  their  cooperation  and  assistance. 

Respectfully  submitted, 

MORRIS  L.  BRUSETT 
Legislative  Auditor 

April  19,  1968 


EXHIBIT  A 


STATE  OFFICE  OF  ECONOMIC  OPPORTUNITY 
ALL  FUNDS 
BALANCE  SHEET 
January  51,  1968 


Assets 
Cash 
Equipment 

Total 


General 
Fund 


$  2,797 


$  2,797 


Federal  and    General 

Private      Fixed 
Revenue  Fund   Assets 


$   3,407 


3,407 


270 


$   270 


Reserves  and 
Fund  Balance 

Investment  in  General 
Fixed  Assets 

Reserve  for  Encumbrances 

Fund  Balance  (Exhibit  B) 

Total 


2,797 
$  2,797 


245 
3,162 


$   3,407 


$   270 


S   270 
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EXHIBIT  B 


STATE  OFFICE  OF  ECONOMIC  OPPORTUNITY 

ALL  FUNDS 

STATEMENT  OF  CliANGES  IN  FUND  BALANCE 

Nine  Months  Ended  January  51,  1968 


Federal  and 
General  Private 

Fund  Revenue  Fund 


Fund  Balance,  May  1,  1967  $    -  $   1,131 

Add: 

Revenues  (Exhibit  C)  4,500  25,579 

Total  Balance  and  Additions  4,500  24,710 

Deduct : 

Expenditures  (Exhibit  C)  1,705  21,303 

Reserve  for  Encumbrances  -__  245 

Fund  Balance,  January  31,  1968  $2,797  $   3,162 


EXHIBIT  C 


STATE  OFFICE  OF  ECONOMIC  OPPORTUNITY 
■  ALL  FUNDS 

STATEMENT  OF  CASH  REVENUES  AND  EXPENDITURES 
Nine  Months  Ended  January  51,  1968 


General  Fund 


In-Kind 


Cash 


Federal  and 

Private 
Revenue  Fund 
Cash 


Revenues : 

General  Fund  Appropriation 
Federal  Grant  No.  67-6082 

Total  Revenues 


$  4,500 


$  4,500 


25,579 
$   25,579 


Expenditures : 

Personal  Services 

Travel 

Contract  Services 

Communications 

Supplies 

Capital  Equipment 

Total  Expenditures 


$ 

$ 

605 

$ 

18,718 

566 

2,145 

1,489 

150 

5 

225 

291 

258 

26 

25 

181 

- 

L 

1 

270 
,705 

- 

$  1,740 

i_ 

21,505 
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